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~AT&T
Robert W. Quinn, Jr. Suite 1000
Federal Government Affairs 1120 20th Street NW
Vice President Washington DC 20036

202 457 3851
FAX 202 457 2545

January 16, 2001

ElectronicFiling
Ms. MagalieRomanSalas
Secretary
FederalCommunicationsCommission
~ l2l~St., SW, RoomTWB-204
Washington,DC 20554

F-

Re: ProposedFirst Quarter2002UniversalServiceContributionFactor,
CC DocketNo. 96-45

Federal-StateJointBoardon UniversalService,CC DocketNo. 96-45; 1998
BiennialRegulatoryReview— StreamlinedContributorReportingRequirements
AssociatedwithAdministrationofTelecommunicationsRelayService,North
AmericanNumberingPlan,LocalNumberPortability,andUniversalService
SupportMechanisms,CC Docket98-171;TelecommunicationsServicesfor
Individualswith HearingSpeechDisabilitiesandtheAmericanswith Disabilities
Act of 1990,CC DocketNo. 90-571;AdministrationoftheNorthAmerican
NumberingPlanandNorthAmericanNumberingPlanCostRecovery
ContributionFactorandFundSize,CC DocketNo. 92-237,NSD FileNo. L-00-
72; NumberResourceOptimization,CC DocketNo. 99-200;andTelephone
NumberPortability,CC DocketNo. 95-116

DearMs. Salas:

OnJanuary16, 2001,I metwith SamFeder,LegalAdviserto CommissionerMartin, to
reviewAT&T’s commentsin theUniversalServiceContributionFactordocketwhichrequested,
if necessary,amodificationorwaivertherule thatrequirescarriersto completethe
TelecommunicationsReportingWorksheetusingrevenuefiguresthatarelaggedby six months
andinsteadutilize aprojectionofFirst Quarter2002revenues.Thespecificproposalwasset
forth in anex partecommunicationfiled with theCommissiononDecember13, 2001. In
addition,I updatedthatproposalto explainhow theCommissioncouldmakethatrequest
effectiveoneitherFebruary1, 2001 orMarch 1, 2001. I alsourgedtheCommissionto continue
workingtowardsapermanentmechanismthatwould eliminatethelag effectin its entiretyand



adoptaflat-rateassessmentmechanismconsistentwith ourcomments,replycommentsandother
Coalitionfilings in thisproceeding.Theattachmentsheretoservedto guidethediscussion. The
positionsexpressedby AT&T wereconsistentwith thosecontainedin theCommentsandex
partefilings previouslymadein theaforementioneddockets.

Onecopyofthis Noticearebeingsubmittedfor eachofthereferencedproceedingsin
accordancewith theCommission’srules.

Verytrulyyours,

Enclosure

cc: SamFeder



__ AT&T

RobertW. Quinn, Jr. Suite 1000
Federal Government Affairs 1120 20th Street N\N
Vice President Washington DC 20036

2024573851
FAX 2024572545

S January15, 2002

VIA ELEC~RONJCFILING

DorothyAttwood,
Chief, CommonCatherBureau S

Federal‘CommunicationsCommission . .

~ 12~Street,SW . :‘ . . .

Washington,DC 20554 . S . .

Re: ExParte- Federal-StateJOintBoardon Universal.Service,CC Docket
No. 96-45;1998BiennialRegUlatoryReview— StreamlinedContributor
ReportingRequirementsAssociatedwith Administrationof
TelecommunicationsRelayService.NorthAmericanNumberingPlan.
Local NumberPortability,andUniversalSei~viceSupportMechanisms~
CC DocketNo. 98-171;TelecommunicationsServicesforIndividualswith
HearingSpeechDisabilitiesandtheAmericanswith’ DisabilitiôsAct of
1990.CC DocketNo. 90-571;AdministrationoftheNorthAmerican

• . NumberingPlanandNorthAmericanNumbering.PlanCostRecovery
ContributiOnFactorandFundSize,CC DocketNo. 92-237,NSDFileNo.
L-O0-72;NumberResourceOptimization.CC DocketNo. 99-200;and

• TelephoneNumberPortability.CC DocketNo. 95-116.

DearMs. Attwood,

AlthoughtheCommissiondid notgrantAT&T’s waiverrequestin December,AT&T
respectthhlyrenewstherequestthattheCommissionto allow AT&T touseprojectedrevenues
(see December13, 2001ExParte)’ asthebasisfortheremainderof its USFpayments(February
forward)until suchtimeasapermanentsolutioncouldbeput in placeto eliminatethe“lag
effect” causedby theuseofsix-monthold revenuedata. OnDecember18, 2001,AT&T filed an
exparte‘letter demonstratingthe,scheduleofactivity necessaryto accommodatôAT&T’s request
to useprojectedrevnuesasthebasisofdeterminingits. USF contribution. Whilethedates
necessaryto effectthatchangefor Januaryhavepassed,theCommissioncangrantAT&T’s
waiverup until January18, 2002to be effectiveFebruary1, 2002(SeeAttachment1). If the
Commissioncannotactby January18, 2002actionbeforeFebtuary1, 2002should allow for
implementationeffectiveMarch 1, 2002. (SeeAttachment2)



If AT&T’s requestto useprojectedrevenuesis grantedeffectiveFebruary‘1, 2002,
AT&T will beableto reduce’itscharge.toresidentialconsumersto 9.2%until theendofthe.
secondquarter2002.’ As describedin AT&T’s previousexpârte,’AT&Twould besubjectto a
true-upprocedureto accountfor anyvariationsbetweenits projectiOnandtheactualrevenues
achievedduringthefirst quarter. The implementationofthis“mid-quarter”changewill resultin
eliminatingthecompetitivelyharmfulanddiscriminatoryimpactofthelagon AT&T’s
customers.‘Allowing AT&T to makethis’ changenowwill notjeopardize.thefund,nordoesit
interferewith USAC’ a schedulefor receiptof contributionsin thefirst quarter.

• S ‘ Sincerely, •

.5 5’.

cc: Chairrnan.MiçhaelPowell • •. S

Kyle Dixon, Legal Adviserto ChairmanPowell ‘ . S ‘ S

Commissidner’KathleenAbernathy S • S •

MatthewBrill, Legal Adviserto CommissionerAbernathy
• Commi’ssionerMichael‘Coppa

• JordanGoldstein,Legal Adviserto CommissionerCopps
CommissionerKôvin Martin . S

SamFeder,Legal Adviserto CommissionerMartin
CarolMattey,DeputyChief, CommonCarrierBureau
KatherineSçhroder,Chief,’AocountingPolicyDivision
Anita.Cheng,AccountingPolicy.Division
PaulGarnett,AccountingPolicyDivision S

• GregoryGuice,AccountingPolicyDivision
William Scher,AccountingPolicyDivision’

‘AT&T’s December13, 2001expartestatedthatif theUSFassessmentfactorfor thefirst quarter2002rose10
approximately7.0%,AT&T wouldbeableto loweritsUSFcollectionrateto 9.0%. Assumingasimilarrisein the
first quarter2002assessmentfactorduetoAT&T’s useof projectedrevenueplustheslight increasein theUSF
factornowanticipatedfor thesecondquarter2002,AT&T wouldbeabletolower itscollectionratefrom 115% to
9.2%tobein effectthroughtheendof thesecondquarter. lIthe Commissionbelievesthattherewill beno increase
in theassessmentfactorfromthefirst quarterto thesecondquarter,AT&T’s collectionratewould be9%through
theendof thesecondquarter2002.



Attachment2 5 5 ,

OPERATIONALIZING AT&T’s WAIVER R]~QUEST
Effective March 1, 2002

• FCCgrantsAT&T waiverbyFebmary1,2002. ‘ “ . S~~, •

• AT&T ifiesprojectionsofrevenuesforthe1~Quarterof2002with USAC (Prospective499Q)— within 24 hoursofFCC
action. ‘: , . S 5 5 5 5 5 5 5 5

• USAC recalculatestherevenueassessmentrateforthe1~Quarterof2002by replacingAT&T historicalrevenueswith AT&T
projectedrevenuesfor thequarterwithin 48 hoursofAT&T’s filing

• FCCAuthorizesnewassessmentratefor thel~Quarterno laterthanFebruary15, 2002

• Camerarevisetheircollectionratesto reflectthenewassessmentrate— 3/1/02

• USACbillsrespectiveCarriersbasedontheirsubmissionsaccordingtothecurrentbilling scheduleadjustedfor Januaryand
Februarypaymentsbasedon currentassessmentrate—March 15

• All carriersremit remainingcontributionsaccordingto currentpaymentschedule— April 15

#1 5 ~ • - - ‘



Attachment1

OFERATIONALIZING.AT&T’s WAIVER REQUEST
Effective February 1,2002 ,

• AT&T flies projectionsof revenuesfor the1~Quaiterof2002with USAC(Prospective499Q)— 1/16/02.

• USACrecalculatestherevenueassessmentrateforthe1~Quarterof2002byreplacingAT&T historicalrevenueswith AT&T
projectedrevenuesfor thequarter— 1/17/02. ‘ 5 . . .5 5

• FCCgrantsAT&T waiverby January18, 2002andauthorizesnewrevenueassessmentratefor thef~Quarterof2002.

• Carriersrevisetheircollectionratesto reflectthenewassessmentrate— 2/1/02. . 5

• USACbillsrespectiveCarriersbasedon their submissionsaccqrdingtothe currentbilling scheduleadjustedfor January’
paymentsbasedon currentassessmentrate— February15, andMarch 15. 5 5 5

• All carriersremitremainingcontributionsaccordingto currentpaymentschedule—March15, andApril 15. -

- ~‘~- ~-------- -P----- - - - ~,
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An Illustrative Attribution Analysisof the Current Federal USFMechanisms

-- AssessmentVs. RecoveryRates

S Quarterly AssessmentMechanism ______

BaselineAssumptions:
A Contribution Factor 6.81% As Publishedby theFCC/USACThroughFCC’sQuarterlyPublicNotices

B USFAssessmentBase

‘

$ 100,000,000

As ReportedBy TheTelecommunicationsCarrierTo The IJSACIn TheirForm499Q. Note:
RevenuesReportedmACarrier’s499QIncludesTheirInterstateandInternationalRetailRevenues

PlusTheir USFCollection ForAnyGivenQuarter.

C = A * B USFObligation S $ 6,8io,000 ExpectedIJSAC’sQuarterlyBilling To ThatTelecommunicationCarrier

5 Quarterly RecoveryMechanisms

5 5

RecoveryRate RecoveryBase
Recovered
Amount 5 Remarks

D No Lag/NoAdjustments , 6.81% $ 100,000,000 5 $ 6,8io,ooo Recoveiy=Assessment

E
LineD AdjustedTo
ExcludeUSF Revenues 7.49% $ 90,909,091 $ 6,8io,ooo

Assuminghistoricalrecoveryrateas10%

andnon-USFrevenueasR.
ThenR+(R*.lo) = $100,000,000

or R= ($ioo,ooo,ooo/i.i) =$9o,9o9,o91.
SEENOTE BELOW.

F
Line E Adjusted for
UncollectibleRevenues

5

.7.89% $ 86,363,636

5

$ 6,8io,ooo

Assuming~%Uncollectibles— USFcharges
will notbecollectedfrom 5%oftherevenue
base

G

.Line F Adjusted for
DecliningRevenueBase
(I.e. LagEffect) 10.51%

5

$ 64,’7~72,727 $ 6,8io,ooo

Assumingrevenueshavedeclinedby 25%

overthepast6months.Asaresult,USF
obligationwill berecoveredfrom asmaller
revenuestream.

H
Line (3 Adjusted for
Unbillable Revevenues 11.68% $ 58,295,455 $ 6,8io,ooo

Assuming10% Unbilables-- 10% ofthe
revenuebasecannotbebffledUSFcharges

NOTE:A TelecommunicationCarrier’sReportedRevenueIncludedTheirUSFCollectionDuringThatPeriod.In Order To EstimateandBack-OutThoseUSFRevenuesOneNeedTo
UseTheirRecoveiyRateForThatHistoricalPeriod.ForThisAnalysisIt IsAssumedTo Be10%.

File: 1-15-2002_UPDATEDjllustrativeExampleofIJSFRecoveryandAssessmentRates
Worksheet: Illustrative Example

Date:1/15/2002

AT&T L&PP



LAn IllustrativeAttribution Analysisof the Current Federal USFMechanisms

-- AssessmentVs. RecoveryRates

Quarterly AssessmentMechanism

BaselineAssumptions:

A ContributionFactor 6.81% As PublishedbytheFOC/USACThroughFCC’sQuarterly Public Notices

As ReportedBy TheTelecommunicationsCarrierTo TheUSACIn Their Form 499Q Note:
RevenuesReportedIn A Carrier’s499QIncludesTheir Interstateand International RetailRevenues

Plus Their USFCollection ForAnyGiven Quarter.B
.

USFAssessmentBase

•

$ 100,000,000

C = A * B USFObligation $ 6,8io,ooo ExpectedUSAC’sQuarterlyBillingToThatTelecommunicationCarrier

Quarterly RecoveryMechanisms-- WITH INCREASING REVENUE BASE

5 5

RecoverlRate
5

RecoveryBase
Recovered
Amount Remarks

D No Lag/NoAdjustments 6.8i% $ 100,000,000 $ 6,810,000 Recoveiy=Assessment

E

5

S

S

Line D AdjustedTo
ExcludeUSFRevenues

5

7.27%

S

5

$ 93,624,192 $ 6,Sio,ooo

Assuminghistoricalrecoveryrateas10%
andnon-USFrevenueasR.
ThenR+(R*.o681)= $ioo,ooo,00o
or R= ($ioo,000,000/i.o68i)
=$93,624,192. :: SEENOTEBELOW.

F

.LineE Adjusted for
Declining RevenueBase
(I.e. LagEffect) 6.,o6%

S

5

$ 112,349,b31 $ 6,8io,ooo

AssumingrevenueshaveINCREASEDby
20% overthe past6months.Asaresult,
USFobligationwill be recoveredfrom a
HlGHERrevenuestream.

G

.

Line F Adjusted for
UncollectibleRevenues

.

LineGAdjustedfor
Unbilable Revevenues

6.38%

S

$ 1o6,~1,579
S

$ 6,8io,000

Assuming1% Uncollectibles-- USFcharges
will notbecollectedfrom 1% ofthe revenue
base

Assuming0% Unbifiables--NO

H 6.38% $ 1o6,~1,579 $ 6,8io,ooo
REVENUESSHOULDBE EXCLUDED
FORUN-BILLABLES

** NOTE:A TelecommunicationCarrier~sReportedRevenueIncludedTheir USFCollection DuringThatPeriod.In OrderTo Estimateand Back-Out ThoseUSFRevenuesOneNeedTo
UseTheir RecoveiyRateForThat HistoricalPeriod.ForThis Analysis It IsAssumedTo Be6.81%.

I 13SFAMOUNT OVER COLLECTEDPERQUARTERBY THISCARRIERIF THEY USEUSAC’. RATES OF 6.81% = I $ 458,421 I

File: 1-15-2002_UPDATED_IllustrativeExampleof USFRecoveryandAssessmentRates
Worksheet:INCREASINGREVENUE

Date: 1/15/2002

AT&T L&PP


